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ABSTRACT 



Economic and security ties comprise the fundamental links in US-Japan relations, 
which have become strained by criticisms from both sides of the Pacific. As our two 
nations continue to pursue prosperity and security, rates of domestic consumption, 
trade balances, overseas investment, and technology development have become tests of 
bilateral cooperation. 

Domestic demand, capital formation, trade and development of science and 
technology are fundamental concerns of the economy which contribute to Japan's 
national security posture. With the formation of Comprehensive Security, economic 
assets, more than military spending alone, have become the pillars of Japan's national 
security framework. To the Japanese, a strong economy is essential to Japan's 
national security. 

This thesis analyzes the various programs the Japanese have pursued through the 
postwar period to build a stronger economy and the role they have played in the 
development and implementation of Comprehensive Security. Additionally, this thesis 
examines comprehensive security as it contributes to mutual US-Japan regional 
security in light of increasing tensions over the relative roles of economic and military 
strengths. 
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I. INTRODUCTION 



In the aftermath of world war, few envisaged the economic recovery and 
prosperity that followed in Japan. Shortages in the basic necessities such as food and 
shelter dominated the nation as poverty appeared to be Japan's returns for the Great 
Pacific War. With Japan's surrender, the immediate security objective was to 
implement political reforms in Japan with hopes of rehabilitation and recovery. The 
link between security and economic issues was not immediately apparent as a US- 
Japan relationship formed to overcome war's devastation. 

The Cold War which followed the close of World War II, formed a bi-polar 
environment bringing the need for a US ally in Asia and by 1952, the economic 
relationship between the US and Japan was formally joined by a security tie. The 
Yoshida Doctrine expressed the national interest as it established Japan's policy for the 
nation's development under the premise of US-Japan security arrangements. 
Protection provided by the US nuclear umbrella was essential to Japan's prosperity and 
national security as economic diplomacy became a central theme in Japan's foreign 
policy. As economic growth progressed and the superstate 1 predicted by Herman 
Kahn became apparent, economic factors assumed a greater role in protecting Japan's 
national interest by shaping security policies. 

The .economic progress after World War II proved to be Japan's second 
industrial revolution, however, as with its development during the Meiji government, 
the problems of resource scarcity burdened economic progress. Although endowed 
with some coal deposits, technological progress during the 1950's and sixties shifted 
industrial fuel from coal to petroleum, exacerbating Japan's problem of resource 
scarcity. Despite these limitations, Japanese industries became successful by using the 
momentum of domestic markets for economic growth. With economic success came 
prosperity and as a result, purchasing power, or the ability to buy resources absent in 
the domestic economy, became a principle to secure the national interest. 

The risks of this strategy were apparent as dependency on foreign materials 
became the premise to economic growth and the Arab oil-producing nations of the 
Middle East curtailed petroleum supplies for political reasons. Suddenly, Japan's 

German Kahn, The Emerging Japanese Superstate. Challenge and Response 
(Englewood Cliffs, NJ: Prentice-Hall, Inc., 1970). 
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national goals were linked to its political position in the Middle East and prosperity 
was held hostage by a foreign land known only for its abundant supply of crude 
petroleum. 

Japan's comprehensive security policy emerged as a result of the oil embargos of 
1973 and 1979, the apparent decline of US influence in international relations, and 
Japan's global status manifested by economic success. The policy addressed economic 
issues in light of the US-Japan Mutual Security Treaty and rapprochement with China, 
and moreover, the protection of national interests by economic assets such as 
technology and financial resources. Through its economic strengths, Japan improved 
its ability to protect national interests and assumed a role more independent of its US 
link. 

Rapid economic progress brought tensions between the United States and Japan 
as a drop in crude petroleum supplies and climbing commodity prices forced Japan to 
increase exports. Interdependence with the global economy was essential to the 
nation's welfare since natural mineral resources were domestically scarce and foreign 
markets were vital to economic growth. Interdependence grew in terms of trade 
volume, overseas capital investments and technology transfers, but a growing current 
account surplus with the US brought trade friction between the two security partners. 
Economic concerns were highlighted in US-Japan relations as Americans criticized 
Japan for taking a "free ride" in security matters. United States current account 
deficits and Japanese trade barriers mobilized some American industrial leaders and 
legislators to prepare trade war strategies and protectionist trade legislation, 
threatening Japan's economy and more specifically, its prosperity and concept of 
comprehensive security. 

Japan and the United States viewed economic tensions from different 
perspectives. Several Japanese enterprises and government officials blamed US 
government and private deficit spending as well as a decline in US industrial 
competitiveness for trade imbalances, while many Americans viewed an antiquated 
Japanese distribution system and other nontariff trade barriers as the basis of the 
problem. Both agreed that mis-aligned currency rates contributed to trade problems. 
Monetary adjustments beginning in September 1985 have made few 7 significant gains in 
correcting US-Japan trade imbalances. To address domestic economic pressures and to 
assuage tense relations w r ith its primary 7 economic and security partner, Japan quickly- 
formed plans to restructure its economy from export-led growth, to one based on 
domestic demand. 
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Alter two years monetary realignment, falling interest rates and growing overseas 
investments following the September 1985 agreement, Japan is beginning to show signs 
of economic growth led by domestic demand. Despite this transition, US-Japan trade 
tensions remain high manifested by congressional determination for protectionist 
legislation and retaliation for unfair trade practices. Should general protectionist 
legislation directed against the economies of nations with large trade surpluses become 
a reality, it is likely that the effect of such action will in fact challenge the security 
position of its closest ally in Asia, while exacerbating global economic slowdown 
similar to the years following passage of other protectionist bills such as Smoot- 
Hawley. 

A. HYPOTHESIS 

The hypothesis of this thesis is that Japan, in order to to sustain a viable 
national security posture, must maintain a strong economy manifested by good 
economic relations with the global community, particularly with the United States. 
Since Japan's Constitution and current political culture prohibits the use of military 
force outside its national boundaries, military capabilities assume a lesser role in overall 
national security affairs. In terms of economic instruments however, Japan is among 
the most influential nations of the world as it fosters conditions favorable to its 
national interests. 

Security and prosperity are essential elements of Japan's national interest since 
these conditions facilitate global economic and political links necessary for the nation's 
survival. A significant aspect of Japan's national security affairs is its security 
relationship with the United States and the nuclear deterrence that this relationship 
affords Japan. However, the US nuclear umbrella alone is no panacea to all of Japan's 
security needs since nuclear military deterrence cannot guarantee peace nor bring 
prosperity. As a result the US-Japan economic relationship, which affords Japan its 
largest export market, access to advanced science and technology, and investment 
opportunities, are also important aspects of Japan's national interest. With the 
climbing importance of economic factors in national security affairs, Japan has 
embraced comprehensive security policies to secure national interests and, through its 
employment of economic and technological assets, relies upon its miracle economy to 
contribute its share to US-Japan mutual security. 



3 



This thesis will analyze the various programs the Japanese pursued through the 
postwar period to build a stronger economy. It will show how advances in military 
capabilities have sometimes been sacrificed. In each stage of Japan's development, the 
Japanese have been convinced that their emphasis on the economy have been as 
effective in contributing to mutual security as a greater emphasis in military 
capabilities. 

The following chapters discuss economic factors in terms of Japan’s domestic 
demand, capital assets, trade, and development of science and technology, to determine 
the extent to which economic factors have influenced Japanese security policies in the 
past; to determine the role of economics in present security policies; and to examine 
how Japan's security policies are likely to evolve in the future in the light of current 
economic realities. 

B. OPERATIONAL TERMS 

National security policies are implemented to protect national interests. For the 
United States, these policies have been a combination of efforts encompassing both 
national defense and foreign relations. 2 Although a military or defensive advantage 
over an adversary nation or group of nations has been a significant aspect of US 
security policies, Japan's concept of national security places less emphasis on military 
defense. Instead, the economic prosperity which has developed since the close of world 
war, bolsters national security, making Japan more influential in global relations. 

Economics in this study refers to the ability to effectively use available assets, 
such as land, labor, capital and technology, to meet domestic demands as it relates to 
national security. Domestic demands are the needs of the nation's consumers, which 
comprise private households, industries, and government. Statistically, domestic 
demand is obtained by subtracting exports from Gross Domestic Product (GDP). 

The following chapters analyze the development of Japan's national security 
policies in terms of its economic development, specifically in the areas of domestic 
demand, exports, capital formation and flows, and technological applications from 
1945 to 1988. Chapter Two examines the years during which Japan was under US 
occupation. Japan's postwar years from 1945 to 1952 witnessed the economic despair 
of poverty and starvation, in addition to a new relationship with the United States 
manifested by economic aid and a security treaty. Chapter Three analyzes the years 



department of the Defense, Dictionary of Military and Associated Terms 
(Washington, DC: Department of Defense, June 1, 1979), p. 22S. 
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from 1952 to the first oil crisis in 1973 during which time Japan underwent rapid 
economic growth and the transformation from a Western liability to asset, by 
becoming the model to which developing nations aspired. Although Japan's economic 
miracle developed during these years, the period also witnessed the beginning of trade 
tensions between the two allies with US pressure for Japan to contribute more to the 
security of Asia. Chapter Four then analyzes the years after the 1973 oil crisis to 198S, 
focussing on the passing of Pax Americana , the security of Japan's prosperity in light 
of the two oil crises, economic tensions with the United States, and Japan's 
contributions to security affairs as an international leader. This study concludes with a 
chapter on likely near term developments in US-Japan security issues, in light of 
current trends. 
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II. SECURITY AND ECONOMIC FACTORS 1945-1952 



After the Sino-Japanese War of 1894-5, Japan's Imperial military forces fueled 
ultra-nationalism which urged hegemony over Asia. The Pacific War, in pursuit of 
Greater East Asian Co-prosperity goals, eventually drained Japan of its economic 
wealth, military might, and vision as leader of an international hierarchy. 3 

The security and economic factors in Japan between 1945 and 1952 were effects 
that followed over a decade of conflict in Asia and economic stress of supporting 
military actions. At war's end in September 1945, Japan bore an economy that was in 
ruins and the stigma of an aggressive, irresponsible military power. 

The Supreme Command Allied Powers' (SCAP) occupation of Japan, headed by 
General Douglas MacArthur, sought to disarm Japan so that it would no longer 
threaten peace and security in Asia, and encourage the development of responsible 
government supported by the freely expressed will of the Japanese people. The 
Occupation's purpose in Japan can be best described in its two distinct phases; from 
1945 to 1947 the occupation's mission focussed on political and military reforms, so 
that Japan never again be a menace to peace in Asia, while the phase from 1948 to 
1952 aimed to assist Japan in its efforts toward economic recovery, so that Japan could 
join the forces committed to stability and peace. 

Japan's security development during the final years of occupation are evident in 
its Constitution of 1947, the multilateral peace settlement and mutual security 
arrangements with the United States established by the Treaty of 1952. After national 
security measures were provided, Japan addressed the problem of its own economic 
recovery. Recovery was systematically pursued in its policies of meeting the consumer 
demands of its people; providing the capital and labor assets required for continued 
growth, while concentrating on its export industries; and making adequate provisions 
for research and development to apply new technological innovations toward economic 
growth. While Japanese leaders concentrated on economic recovery, Cold War 
conditions convinced General MacArthur that an economically stable and prosperous 
Japan would best serve US interests in Asia. 



3 Ruth Benedict, The Chrysanthemum and the Sword. (Boston, MA: The 

Riverside Press, 1946), p. 20-42. 
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A. SECURITY DEVELOPMENT 



By the close of World War II the negative effects of Japan's political character 
and military power on international order were staggering. MacArthur's immediate 
goal alter Japan's surrender in September 1945 focussed on establishing political 
reforms and dismantling Japan's military power. While institutionalizing concepts of 
democracy, he guided the emperor's government, denouncing violence as an instrument 
of foreign policy. 

The new constitution, effective May 3, 1947, was a reflection of MacArthur's 
political reforms as it reshaped Japan's perspective toward international relations. 
Article 9, the anti-war clause, established the new pacific character of postwar Japan, 
shaping the framework of national security policies by stating: 

Aspiring sincerely to an international peace based on justice and order, the 
Japanese people forever renounce war as a sovereign right of the nation and the 
threat or use of force as a means of settling international disputes. 

In order to accomplish the aim of the preceding paragraph, land, sea and air 
forces, as well as other war potential, will never be maintained. The right of 
belligerency of the state will not be recognized. 

Although the Chinese and Southeast Asian victims of militaristic Japan viewed this 
renunciation of war with much skepticism, Article 9 appealed to many Japanese who 
were forced to "bear the unbearable" as the outcome of Japan's War of Greater East 
Asia. 

MacArthur's zeal for political reform however, worried US officals in 
Washington since, in their view, rapid political alterations precipitated instability 
leaving Japan susceptible to Communist subversion. As a result, the architect of 
American's containment strategy, George Kennan, was sent to Japan in February 1948 
to express Washington's latest concerns. Upon arriving in Japan, Kennan was 
surprised to find relations between Washington and America's Occupation 
headquarters more distant than anticipated. He later wrote: "so distant and so full of 
mistrust that my mission was like nothing more than that of an envoy charged with 
opening up communications and arranging the establishment of diplomatic relations 
with a hostile and suspicious foreign government." 4 Despite existing conditions, 



4 George Kennan, Memoirs: 1929 to 1950 (Boston, MA: Little and Brown and 
Co., 1967), p. 36S-96. 
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Kcnnan and MacArthur stood on a common ground as both men recognized a rising 
Communist threat in Asia. 

As the international environment became absorbed in Cold War, the US 
emphasis on security objectives in Japan became more apparent. American interests in 
Asia began to see Japan as a strategic territory' of critical importance to its own 
security as the communist revolution in China approached its climax. 5 Events of 1949 
heightened US concerns as Mao Zedong succeeded in establishing communist rule in 
China. In the same year communist military power increased tensions as the Soviet 
Union detonated its first nuclear device. Outbreak of the Korean War a year later 
brought the return of US troops to Asia. Instability in the region and America's need 
for an Asian ally served to bolster Japan's nascent alliance with the United States. 6 

The Korean War influenced Japan's direction in security affairs and accelerated 
US efforts for a peace settlement with Japan. In response to America's containment 
strategy, MacArthur pressured Japan to establish a 75,000 man National Police 
Reserve (NPR) in July 1950. Formation of a self-defense force did not conflict with 
Prime Minister Ashida's interpretation of Article 9 since its intention was to protect 
Japan from external threats, and was restricted to national boundaries. The "Ashida - 
Kiyose Interpretation," as it was later called, became the founding argument 
legitimizing Japan's maintenance of Self Defense Forces. The NPR was renamed the 
National Safety Force and was increased to 110,000 men when the San Francisco 
Peace Treaty and Mutual Security Treaty with the US became effective in 1952. 7 

The Cold War environment and outbreak of the Korean War served to 
emphasize US security interests in Asia and accelerated the process of incorporating 
Japan into the company of the free world against communist expansion. As a result, 
US interests called for measures to end the occupation and restore sovereignty to the 
Japanese government; these interests served to accelerate a peace settlement and meld 
the United States and Japan as security partners in Asia. 



5 Chalmers Johnson, MITI and the Japanese Miracle : The Growth of Industrial 
Policy , 1925-1975 (Stanford CA: Stanford University Press, 1982), p. 189. 

6 James C. Thomson, Peter W, Stanley and John C. Perry, Sentimental Imperialist : 
An American Experience in East Asia (New York, NY: Harper and Row Publishers, 
1981), p. 250. 

'Satoh Yukio The Evolution of Japanese Security Policy Adelphi Paper No. 178 
(Dorking, Great Britain: Bartholomew Press, 19S2) p. 2. 



